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Skilled labour counts only as simple labour intensified, or, rather,
as multiplied simple labour, a given quantity of skilled being con-
sidered equal to a greater quantity of simple labour. Experience
shows that this reduction is constantly being made. A commodity
may be the product of the most skilled labour, but its value, by
equating it to the product of simple unskilled labour, represents a
definite quantity of the latter labour alone. The different proportions
in which different sorts of labour are reduced to unskilled labour as
their standard are established by a social process which goes on
behind the backs of the producers and consequently appears to be
fixed by custom.

This 'social process' is Adam Smith's 'higgling of the market'.

The direct labour required for producing the commodity, how-
ever, is not the whole of the labour contained in it. Modern society
is a complicated piece of productive machinery. Much indirect
labour is necessary if the machinery is to run smoothly. Each
commodity is crystallized human labour of many different
kinds, and its value is determined by the quantity of 'socially
necessary3 labour which has assisted in its production. Hence
we have precisely Ricardo's theory of value.

The labour theory as held by both Ricardo and Marx was a
long-period theory. Marx does not entirely ignore short-period
fluctuations of demand and supply affecting market price, but
he makes light of them. Ricardo admits that some commodities
which cannot be increased in quantity may have a scarcity
value which bears no relationship to the quantity of labour
contained in them. But both of them are really dealing with
value in the long run, with what Adam Smith called the natural,
as distinct from the market, price of commodities. Marx's
totally inadequate treatment of market price is but little worse
than that of the writers who had preceded him. The develop-
ment of subjective theories of value and the inquiry into the
relationship between utility and value carried out by the Aus-
trian school and by Jevons came later. Writing in the 'sixties he
had not the advantage of studying these investigations, and even
as a long-period theory the labour theory goes seriously astray
through ignoring utility.